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SUBJECT: PETROLEUM REVERSION - PAZ GALARRAGA S QUESTIONS 

1. EL NACIONAL OF SEP 25 CARRIED AN ARTICLE BY JESUS PAZ 
GALARRAGA, SECRETARY GENERAL OF MEP, WHICH ASKED SOME POINTED 
QUESTIONS ABOUT THE NATIONALIZATION PROCESS. 

- IF THE FIGURE OF 4.5 BILLION BOLIVARES (AS USED IN VARIOUS 

PRESS ACCOUNTS) IS CORRECT FOR TOTAL COMPENSATION TO BE PAID THE 
COMPANIES, HAVE THE DEDUCTIONS REQUIRED BY THE LAW FOR DRAINAGE 
AND MARGINAL FIELDS IN FACT BEEN MADE? 

- IS IT TRUE THAT "THE TRANSNATIONALS ARE GOING TO 
MONOPOLIZE" FOR SOME YEARS BOTH THE INTERNATIONAL MARKETING 
OF VENEZUELAN OIL AND TECHNOLOGICAL ASSISTANCE TO THE 
VENEZUELAN PETROLEUM INDUSTRY? IF THAT IS SO, PAZ ASSERTED, 

THE RESULT WILL BE WORSE THAN THE CONTROVERSIAL MIXED-ENTERPRISE 
CONCEPT OF ARTICLE 5 IN THE REVERSION LEGISLATION AND WOULD 
REPRESENT " THENEG ATION OF THE ACT OF NATIONALIZATION." 

- HOW MUCH ARE THE COMPANIES GOING TO BE PAID FOR 
MARKETING AND TECHNOLIGICAL SERVICES? CURRENTLY, ACCORDING 
TO PAZ, THE COMPANIES SPEND TWO TO THREE CENTS A BARREL ON 
MARKETING AND THREE TO FOUR CENTS ON TECHNOLOGY. IT HAS BEEN 
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TIMES THE REAL COSTS OF THESE SERVICES, "WHICH WOULD BE A FORM 
OF DISGUISED PREMIUM" TO THE COMPANIES OVER AND ABOVE NET BOOK 
VALUE. 

2. PAZ COMPLAINED THAT THE CONGRESS WOULD HAVE NO MORE THAN 
THIRTY DAYS TO CONSIDER THESE QUESTIONS AND LACKS THE TEAM OF 
EXPERTS REQUIRED TO ANALYZE THEM. (UNDER ARTICLE 12 THE 
COMPENSATION AGREEMENTS MUST BE SUBMITTED TO THE CONGRESS 
FOR "CONSIDERATION AND APPROVAL." THE CONGRESS MUST ACT 
WITHIN 30 DAYS). HE ALSO LARDED HIS ARTICLE WITH THE USUSAL 
DISCUSSION OF USG "THREATS" AND PRESSURES. 

3. COMMENT: MEP IS A DECLINING POLITICAL FORCE OF MARGINAL 
IMPORTANCE. BUT THE QUESTIONS PAZ POSES ARE OMINOUS, EVEN 
THOUGH HIS FIGURES MAY BE WRONG. THERE IS THE VERY DISTINCT 
POSSIBILITY THAT COPEI AND MAS WILL BE ASKING THEM TOO BEFORE 
LONG. 
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